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OVERALL RATING: 44

The enthusiasm, energy and willingness to engage of Kosovar NGOs is extremely high. A
number of international organizations estimate that there are approximately 50 active formal
NGOs in Kosovo, primarily located in the capitol, Pristina. There are aso 139 Community
Improvement Councils (CICs) in 24 municipalities, established by USAID/OTI, that are
functioning civil society organizations. Approximately 250 CICs are projected to be in place by
spring 2000.

Despite the lack of previous democratic and civil society experience, as aresult of along history
of communist and Serbian dominated rule, Kosovar society provided itself with social, cultura
and basic community services over the past ten years, through a largely voluntary civil society
system. Many of these NGOs developed into well-organized agencies with skilled management
and international support. In many instances, nascent NGOs provided community services and
evolved management structures and mechanisms to report to their communities on an instinctual
basis. Asaresult, thereis a great deal of enthusiasm and energy in the Kosovar NGO sector, but
little formal structure or support, and there are serious limits to NGO capacity.

LEGAL ENVIRONMENT: 3

On November 15, 1999, the United Nations Mission in Kosovo (UNMIK) issued the Regulation on
the Registration and Operation of Non-Governmental Organizations. This regulation creates the
basic framework for NGOs operating in Kasovo. Prior to this regulation, NGOs operated in a legal
vacuum, which posed a significant obstacle to the development of civil society in Kosovo. The
regulation supersedes inconsistent provisions of Serb and Yugoslav law, which restricted NGO
development in Kosovo. The Kosovar and international NGO community actively participated in
the preparation of this regulation. UNMIK sgnificantly revised the draft in response to this
participatory process, and the fina version reflects a number of international best practices.

Consistent with civil law traditions, the regulation permits the establishment of both associations and
foundations, which may be established for either public benefit or mutual interest. Registration is
simple, and UNMIK has limited authority to deny registration. The regulation aso recognizes that
individuals have the right to associate without forming a legal entity. Associations and foundations
are alowed to engage in economic activities to support their purposes, and lays the groundwork for
tax/fiscal benefitsfor public benefit NGOs.

ORGANIZATIONAL CAPACITY: 45

A small number of experienced and sophisticated NGOs remain from prior to the war, and new
NGOs are continualy forming, in large part to meet the needs of the large community of
international relief agencies operating in Kosovo. While civil society in genera provided “shadow
government” services during the last ten years, NGOs primarily worked in humanitarian assistance,
human rights and media. Most of the more established NGOs have broad missions and objectives, as
well as a good understanding of the needs of their congtituencies and many of the projects that they
would like to undertake. There is a sophisticated informal network of resources and skills within the
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community, remaining from having provided pardlel services under the "shadow government".
There is a wide gap, however, in the organizational capacity of established and experienced NGOs
and those that have formed, and are forming, since the conflict.

The experience of providing public services through voluntary parale ingitutions has given NGOs
and NGO activists a substantial informal network of contacts throughout the sector. They are very
familiar with each other’ s skills and capabilities and are closely rooted to the community.

Congtraints. Many of the NGOs that remain from prior to the conflict returned after the war to find
much of their equipment and offices destroyed. Those NGOs that have re-established themselves,
and new NGOs that have begun to operate, still lack strategic planning, operationa, management,
and resource development skills. Thereislittle, if any, separation between the responsibilities of staff
and boards of directors. In most instances, the same people servein both roles. Much of the voluntary
resources that supported NGOs in the pre-war period are no longer readily available because of the
competing post-conflict needs and because many of the most experienced NGO activists are now
working for international agencies. With the evolution of locd sdlf-governance, the role of NGOs,
the scope of NGO services, and the community resources available to them will change dramatically.
Some of the more sophigticated NGOs may evolve into government ingtitutions. Those that remain
will face the competing challenges of working in partnership with government to meet community
needs, while monitoring the development of government institutions and demanding transparency,
responsiveness and citizen involvement in a society without those traditions.

FINANCIAL VIABILITY: 6

There is a substantial history of community support for civil society initiatives. Exigting legidation
does nat place any limitation on NGO capacity to compete for government (i.e. UNMIK) contracts
and procurements, but such competition is rare. NGOs largely lack the capital necessary to mount
such contracts, and unfortunately there are no legd provisions that exempt NGOs from taxation on
their mission related earned income.

The local post-conflict economy has extremely limited capacity to support NGO activities. While it
was asocia necessity to support civil society initiatives with both money and voluntary labor during
the Milosevec era, it remains to be seen whether this level of community commitment can be
maintained. Up until very recently, the lack of a formal legal framework and registration system
made it very difficult for internationa organizations and donors to provide financia support and
assistance.

ADVOCACY: 5

As local government structures evolve, NGOs will need to develop the capacity to successfully
monitor development and participate in public policy debate and decison making with both local
government structures and UNMIK. There is ample evidence that NGOs and civic activists have an
interest, as well as some capacity, in advocating for change. Kosovar NGOs have an active history,
particularly in human rights activism and advocacy. OSCE and local NGOs have established an
Executive Council that meets on aregular basis. The NGO Executive Council was very involved in
the review and comment on UNMIK's proposed NGO registration legidation.

The will and ability of the Kosovar citizenry to effect the political agenda is weak, and the tradition
of questioning government, as distinct from the ability to reject an oppressive regime, is lacking.
While human rights NGOs in Kosovo have a history of advocacy activity, other civil society sectors
have had little contact with government over the past ten years. Loca NGOs have open lines of
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communication with UNMIK and OSCE, but there is no established governmenta entity at the
provincia or loca level for NGOs to communicate with.

SERVICE PROVISION: 4

There is a decade long experience in “doing everything on our own” through paralléel civil society
ingtitutions, in the absence of support and services from the Serbian government. Since 1989, largely
voluntary ingtitutions have provided health services, education, protection of human rights and other
“public” services throughout Kosovo. Voluntary cultura indtitutions were also active and widely
supported.

Asloca government structures evolve, some civil society organizations that provided public services
may develop into government agencies. Others will begin to register as NGOs under UNMIK's
recently established NGO registration process. There are alimited number of local NGOs in Kosovo
that have the capacity to implement wide service provision for UNDP, international devel opment
organizations, and/or evolving loca government structures. There are aso no established procedures
for government acquisition. That will assure NGOs of an equa opportunity to compete in a
transparent process.

INFRASTRUCTURE: 5

OSCE has fecilitated the development of an NGO Executive Council. The Council includes a
series of sectoral focus groups designed to be a voice for NGOs in each sector, but a number of
the larger and more sophisticated local NGOs do not participate, because they see little value in it
for themselves. OSCE is aso in the process of establishing four “Democracy Cafes’ in Pec,
Prizren, Pristina and Gnjiliane. The Cafes will provide information and assistance on NGO
registration, space for training workshops and meetings, access to organizational resources such
as computers, fax machines and photocopiers, and information on appropriate donors.

The current interim Executive Council has limited capacity, but there is reason to believe that the
Council may evolve into a more sophisticated forum for coordination and advocacy on NGO
issues and concerns. While there is a great deal of international agency money focused on civil
society projects, very few resources have been targeted at local NGO capacity building and
support.

PUBLIC IMAGE: 35

NGOs continue to have a positive image in communities, primarily because of the positive image
heritage from before and during the war. The rates of voluntarism are still high. NGOs have a
history of coalescing and campaigning, and they continued this after the war. NGOs are trying
hard to find their niche in the society, establishing their relationship with UNMIK, cooperating
with KFOR and parallel local authorities.

The changes in the political environment represent a challenge for NGOs to continue to preserve

their positive public image. The large humber of international NGOs present in Kosovo can
create a misperception of nature of local NGOs.
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OVERALL RATING: 4.3

Over the last year, the NGOs of Kyrgyzstan have become more sophisticated and more
aggressive in their advocacy work. A working group of NGOs and parliamentarians have
drafted a greatly improved law on NGOs that was signed into law by President Akaev in
October 1999. In addition, numerous NGOs have regular input on legidation through
parliament, and a coalition of NGOs is working intensively on training domestic observers
for upcoming elections.

According to USAID grantee Counterpart Consortium’s database 1,327 NGOs have active
operations in Kyrgyzstan -- an increase of approximately 300 from 1998. While most
organizations are small and have little membership and constituency base, others have begun
developing membership, constituency, and means to establish regional offices around the
country. The NGO sector in Kyrgyzstan includes a wide-range of organizations, including
civic education, consumer and human rights, and women’s groups as well as a wide range of
Service provision groups.

There is a continua growth in the understanding of the importance of NGOs in the country
among Government officials, but many people still regard NGOs as means to make money
from foreign donors and do not trust them as social advocates. There is evidence of some
successful collaboration between public, private and NGO sectors, but it is not widespread or
supported by appropriate legidation. While NGOs presently enjoy more tax benefits in
Kyrgyzstan than anywhere else in Central Asia, the benefits remain limited.

LEGAL ENVIRONMENT: 3.5

For the past two years, local NGOs, parliamentary deputies, and the international community
have worked together to draft a new NGO law. This draft law was finally passed by Parliament
the spring of 1999 but vetoed by the President on technical grounds in July. On October 1,
deputies of Parliament addressed the President's objections and sent it back to his desk for
signature. On October 15th, President Akaev affirmed his administration's commitment to NGO
law reform by signing this new piece of legidlation — greatly improving the legal environment for
NGOsin Kyrgyzstan.

This new law abolishes registration and geographical limitations on NGO activities -- changes
that will allow significant cost reduction for creation, registration and regulation of all NGOs
(both locally and regionally within Kyrgyzstan). In general, the new law establishes a solid
organizational-legal basis for the creation of non-profits and determines their clear distinction
from commercial organizations.

Passage of the law does not make NGO law reform complete. Much still depends on the
government authorities' (ministries) implementation of the new NGO law. Narrow interpretations
and potential tightening of regulations may occur in the form of follow-up instructions -- a move
which may threaten the law's utility. At least for now, the initial step by the parliament to enact
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contemporary NGO legidation is time-tested and has been approved by the President. It only
remains to be seen whether the government can follow through with thisinitial progress.

It should be noted that the government rarely harasses NGOs regardless of how political their
missions are. Several strong lega NGOs exist that serve the NGO community and know
legislative issues related to the non-profit sector.

ORGANIZATIONAL CAPACITY: 4

Over the past year, several Kyrgyzstani NGOs have developed mature organizational structures,
but most remain small organizations with small memberships and constituencies. Governance
structures remain a chalenge — with confusion about the roles of a Board of Directors and the
implementing staff. Newly formed Boards tend to have more of an advisory function, rather than
responsibility for making policy.

A large number of NGOs have gone beyond living “grant to grant” and demonstrate a capacity
for strategic planning and mission development. Most active NGOs in the capital city of Bishkek
are knowledgeable about Internet use and use contemporary information technology in their
work. Many NGOs outside Bishkek remain inexperienced in such technology, and depend upon
NGO resource centers for Internet and computer access.

The majority of NGOs do not have paid staff and work mainly on a volunteer basis. Many
Kyrgyzstani NGOs have begun to develop broader volunteer bases to assist them in their work.

FINANCIAL VIABILITY: 55

With an average monthly wage of approximately $25 US, and official unemployment rates
ranging between 20%- 50%, Kyrgyz NGOs face many barriers to financial sustainability. While
stronger NGOs have been able to establish diverse and creative means of fundraising, the
economic situation in Kyrgyzstan makes any serious diversification of the sources of funds for
NGOs very difficult to establish. As aresult, most NGOs remain dependent upon the funding of
international donors.

While financial management training is available to NGOs, most do not have strong, permanent,
and transparent financial accounting systems. This is a significant stumbling block for NGOs
hoping to attract private sector funding of contracts for services. Commercia activities and cost
recovery fees are not a good option for NGOs at this time, due to the current legisation for NGOs
regarding business ventures.

ADVOCACY: 35

NGOs in Kyrgyzstan have the most developed advocacy skills in Central Asia. Severa NGOs
have devel oped strong working relationships with the parliament, and many have forged ties with
local government. A number of NGOs, including private farmers associations, directly influence
policy making on both the national and local levels. A number of NGOs have used the strong
constituency developed through service delivery to begin expanding their role into advocacy. For
example, the Aiken consumer rights association has developed a high profile and is well known
among consumers. Advocacy remains most effective at the local level, with NGOs providing
input that has effected numerous initiatives, including changes in land redistribution and
decisions regarding water system rehabilitation.
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While some Kyrgyzstani NGOs hide information and view other groups as competitors for scare
resources, a number of fora/councils have evolved to bring NGOs together. At present, a number
of Kyrgyz NGOs are establishing a broad-based effort to advocate for free and fair
implementation of upcoming elections. At the same time, there are several legal advocacy NGOs
in Kyrgyzstan, and many of them have taken part in the advocacy of legislation aimed at creating
a better legal environment for NGOs.

SERVICE PROVISION: 4

NGOs in Kyrgyzstan provide a diverse line of services to communities. Given the economic
situation in the country, however, most of the service providing NGOs remain donor-driven both
in regards to funding and mission. In addition, service NGOs are somewhat new and obtain less
support from international donors than those involved in advocacy activities. While some cost
recovery mechanisms are in place among service oriented NGOs, these examples are few and far
between.

INFRASTRUCTURE: 4.5

While there are severa strong NGO resource centers in Kyrgyzstan, they are aimost exclusively
donor funded, and do not meet the demand for information, training and access to basic office
equipment in rural areas. Nonetheless, they offer good resources including office equipment, email
access, and extensive training. A cadre of skilled local trainers exists in Kyrgyzstan, but training
events are gill heavily weighted to the capital city and are not often available in local languages.

Some intersectoral partnerships exist, and the government in particular appears to be open to this
activity. While some local businesses have modestly supported NGOs, the economic situation limits
the growth of this form of partnership. Severa coditions of NGOs have formed in Kyrgyzstan,
including the Codlition for Democracy and Civil Society which leads the effort to train domestic
observers for the upcoming eections.

PUBLIC IMAGE: 4

The media in Kyrgyzstan has publicized NGO activity widely, aiding in the increasingly positive
public perception of NGOs. Given the economic situation in Kyrgyzstan and the fact that NGOs
have funding from international donors, however, there exists a perception that these
organizations are established to make money more than they are for the public good. While some
NGOs have established ways to publicize their work, none have well-defined and implemented
codes of ethics aimed at making their activities and funding transparent before the public.
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OVERALL RANKING: 3.2

The legal framework provides the basic elements necessary for development of the
NGO sector, but improvementsin anumber of areas are necessary. NGOs are becoming
more professional, and improving their organizationa capacity and outreach activities.
Public relations and the provison of services to constituents are receiving greater
emphasis. Limited financia resources are a mgjor constraint for NGOs, exacerbated by
obstacles to carrying out commercia activities and insufficient philanthropy.

LEGAL ENVIRONMENT: 4

The lega environment and legidative framework for NGOs in Lithuania have not changed much
during the past year. NGOs do not have significant problems registering. Lithuania s current NGO
laws recognize four types of NGOs two membership-based ("societal organizations' and
"associations'), and two property-based ("charity and sponsorship funds' and "public ingtitutions").
The laws are generdly considered to be too prescriptive, ambiguous and overlapping. Over the past
year, efforts to amend the Law on Charity and Sponsorship for NGOs, which covers philanthropy,
have continued. There have been a number of versions, but none has reached the Parliament. Efforts
are also underway to remove the redtrictions on volunteer labor/activity. Officials and Members of
Parliament are dightly more aware of the legal needs of NGOs, and dightly more open to the
involvement of NGOsin efforts to revise the legal framework that governstheir activities.

With support and assistance from the international donor community, NGOs are more successfully
engaging governmental authorities on both the national and local levels. The Prime Minigter isin the
process of creating a Permanent NGO Commission (at the initiative of a leading group of NGOs),
which isintended to serve as a consultative mechanism, but progress has been dow. The Minigiry of
Social Security and Labor has been actively involved in NGO lega affairs. A number of
municipdities are working more closaly with NGOs in this area. NGOs have the capacity to bid on
contracts for social services provided by Municipal authorities, in theory, but the absence of legal
mechanisms leaves grants as the preferred alternative. Mini-courses on NGO law are now being
offered to law students in Lithuania's second city, Kaunas, and a legd clinic has been opened a
Vilnius University, which may provide services to NGOs. However, the number of lawyers trained
in and familiar with NGO law is limited and more concentrated in the cities, and few NGOs can
afford their servicesin any event.

NGOs are exempt from taxes on charity and support that they receive, and can often get VAT
reimbursed. NGOs aso pay a preferential/lower rate of taxes on income. When legal persons give
charity or sponsorship in an amount up to 20% of their prafits, they are entitled to deduct double this
amount, but there are some complications. Individuals can, in theory, receive an income tax
concession of up to 100%, but because most taxes are deducted directly by the employer, there are no
mechanisms to take advantage of this possibility.
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Regigration of NGOs remains complex and time consuming, but most of the obstacles are
bureaucratic in nature. Law prohibits most NGOs from directly undertaking economic activities and
the establishment of subsidiaries for this purpose is complicated. Severe restrictions and limitations
exist on the use of volunteer labor. The Law on Charity and Sponsorship, which ostensibly promotes
grant-giving, is viewed by NGOs as actually complicating it further, and problems with this law are
cited as a mgor concern by NGOs. According to the existing regulations, each program (term
undefined) prepared by an NGO must be approved by the Government. NGOs are generally tax-
exempt, except with regard to income, but frequently the laws do not clearly distinguish between
NGOs and for-profit organizations.

ORGANIZATIONAL CAPACITY: 25

Many prominent and active NGOs are aware of their organizational and management needs, and
receivelhave received training to strengthen the organization and promote sustainability. NGOs
acknowledge that professionaly functioning organizations are likely to achieve better results.
National NGOs often have all of the components of a sound institution, such as a board of directors,
volunteers, and paid staff. Many NGOs have had training in strategic planning and fund raising, and
have defined their mission and financial goals. Severd donors have worked to increase the level of
training and technical assistance available to NGOs, and there is now a small but definite cadre of
Lithuanians who are able to undertake NGO training activities.

The level of professonalism and experience of people involved in NGO activities is increasing
noticeably. There are more volunteers, and they are often better educated, despite the legal obstacles.
Many of the mgjor NGOs have basic modern office equipment at their disposal, such as computers,
fax machines, and Internet, or have access to these through NGO support centers.

Many small NGOs till do not realize that business-like management of an organization is the key to
success, and are reactive rather than proactive. Boards of directors and volunteer programs do not
function as efficiently as they should. Smaller and particularly rural NGOs face management and
organizational difficulties. Further, they often do not have access to modern technology. These
conditions increase their leve of isolation, and reduce their efficiency.

FINANCIAL VIABILITY: 35

Thefinancid challenges facing Lithuanian NGOs have increased during the past year. Thisisaresult
of cutbacks from governmental and donor sources, and the uncertain economic climate. On the
positive side, NGOs are working to diversify their funding sources, which include foreign donors,
local and national government, and private sources. Local governments are becoming more aware of
the financial needs of local NGOs, and the ways that NGOs can use public financing to provide
services. More NGOs recognize the importance of sound financial management and accounting.
Larger NGOs have professional financia management staff, perform monitoring/oversight, and work
to enhance their financial reporting systems.

Financia resources are usualy small. Much funding still comes from foreign donors, which means
that activities are too often donor-driven. Many donors are reducing their support for Lithuanian
NGOs, and focusng more on other countries. Due to budgetary problems, the Lithuanian
government has significantly reduced or at least delayed its financia support for NGOs. The
prohibition of commercia activities is still a mgjor constraint to raising revenues, establishing for-
profit subsidiaries is no smple matter. The official ban on voluntary labor limits an important source

65



LITHUANIA
1999 NGO Sustainability Index

of support, namely the time of interested individuals. Further, limited persona and corporate
philanthropy remains problematic.

ADVOCACY: 15

Public palicy advocacy has become a working concept for many NGOs. The dialogue between
NGOs and governing ingtitutions has become considerably more open and constructive during the
past year. Seminars and conferences involving the NGO community and government officials have
become more frequent.

On the nationd level, the Parliament has modified its rules to alow open hearings concerning draft
legidation. NGOs are now providing their input to Parliamentary Committees on a regular basis.
There are anumber of concrete examples of NGOs influencing the final content of laws. The USAID
supported Program on Open Legidative Process, which led to an open hearing in the Parliament on
the Law on Charity and Sponsorship (December 1998), was a watershed event. On the Municipal
level, NGOs and codlitions of NGOs (sometimes formal but more often informal) are having more
frequent interactions with officials, and influencing policy development and regulatory/decision-
making processes.

Not al governing institutions recognize that NGOs possess considerable expertise in special areas,
and acknowledge them to be active partners in decison-making process. Information concerning
governmenta processes and draft legidation, while much more accessible, is still not widespread.
Many NGOs, particularly in rural areas, are Smply unaware of the possibilities that now exist, and
how to take advantage of them.

PUBLIC IMAGE: 25

Media coverage of NGO activities continues to increase. At the local level, media interest in the
activities of NGOs has grown considerably. More Municipa officids view NGOs as potentia
partners and effective service providers, and are willing to learn about their work and consult with
them. There is less public suspicion concerning the activities of NGOs. A larger number of NGOs
actively publicize their activities, and promote their image and services. NGOs are organizing highly
visible public events, such as NGO forums, fairs, and internationa conferences. NGOs continue to
receive more training concerning public relations and working with the media.

The publicis dill far too often unaware of or even indifferent to the activities of NGOs. While there
has been progress, NGOs rarely publicize their activities on a national level. Further, the national
media is far less likely than the loca media to publicize NGO successes, as opposed to scandals.
Cooperation between governmentd institutions and NGOs is still constrained by perceptions
concerning conflicts-of-interest, which are exacerbated by the tendency to overplay instances of
misconduct. Thereis still aneed to increase NGO trangparency and self-regulation.
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SERVICE PROVISION: 3.5

Legislative changes in recent years have in theory made it easier for Municipal governments to
award funding to NGOs for providing social services. While Municipa authorities are
increasingly interested in working with NGOs to provide services to their constituents, the
absence of implementing mechanisms is a serious constraint. Further, while the areas in which
services are provided is somewhat narrow, there are signs that it is expanding. NGOs are
developing greater capacity to reach out to both the authorities and their constituents, which is
enhancing their ability to provide services.

The financid resources available to Municipal authorities are extremely limited, as is their control
over budgeting. Thisin turn limits the funding/opportunities available to NGOs. Because NGOs are
rarely able to offset their costs through charges for services, cost sharing is problematic. While there
has been progress, governmental processes are not as open as they could be. The interest of
governmentd authorities in consulting with NGOs concerning policy development and regulatory
activity, whileincreasing overal, varies greatly from one location to another.

INFRASTRUCTURE: 3

NGOs are garting to form more coalitions, usualy within their specific sectors of activity. NGO
resource centers are serving as foci for information, training, fundraising, and networking activities.
While there are only a handful of maor resource centers, the needs of the NGO community are
generaly being met. Modern technology has opened new doors for NGOs to cooperate and share
information. NGOs have greater access to training and expertise from loca sources. Amongst the
most popular subject areas are strategic planning, fundraising, financial management, congtituent
services, public relations, mediarelations, and advocacy.

Traditions of cooperation and sharing between NGOs are developing slowly. Many NGOs do not
appreciate the benefits of collective action, and prefer to focus on parochia interests. There are few
truly national codlitions at this time. NGO resource centers are not financialy self-sustaining, since
they are generdly not able to collect fees for their services, in part due to limited resources on the
part of NGOs.
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OVERALL RANKING: 4.6

According to a 1998 registry of NGOs compiled by the Macedonian Center for International
Cooperation, there were 380 active NGOs and another 220 professional associations in
Macedonia. The vast majority of Macedonian NGOs remain institutionally weak and few have
professonal management, relying instead on volunteers. Business and professiona
associations remain at an incipient level of development. Both general and in depth training in
organizational management, strategic planning, and accounting remain a significant need for
NGOs and associations alike.

Macedonian NGOs continue to survive on grants provided by international donors, although
some obtain limited resources in their communities through local services and charitable
work. Ethnicity and religion continue to divide the sector, with limited communication or
coordination among different groups. Nonetheless, to the extent that they do occur, the best
examples of common actions across ethnic lines in Macedonia are found in the NGO sector.
Organizations for marginalized groups, such as women and Roma, remain weak and their
activism at the community level is neither appreciated nor supported. These perceived and real
constraints will take time and effort to overcome.

On the positive side, the legal environment for NGOs is relatively good. A new Law on
Citizen Associations and Foundations enacted by Parliament in June 1998 now regulates
NGOs. NGOs have had to reregister, arelatively straightforward process but one that suffered
delays in the capital and larger towns due to a judicia system that is overburdened and
uniformed about the new registration requirements. NGO tax issues have not been dealt with
in a systematic manner, but new legidation regarding a VAT contains reduced rates for
NGOs. Much remains to be done regarding tax benefits for NGOs.

Thisyear’s ranking for Macedonia also reflects the impact of the Kosovo crisis upon the NGO
sector. The massive influx of refugees, combined with rapid social and economic decline due
to closure of key transport routes, caused many NGOs in communities with refugees to
suspend their project work, with several of the groups, particularly Albanian ones, refocusing
their efforts upon humanitarian relief. The subsequent deluge of emergency funding from
international donors boosted the activities of NGOs in the humanitarian sector. As funding has
gone to projects rather than to institutional development however, the organizational capacity
of most NGOs has not improved in the past year.

LEGAL ENVIRONMENT: 3

In June 1998, a new Law on Citizen Associaions and Foundations was enacted by the Parliament.
While this law is not perfect, it does reflect a number of internationa best practices, including
relatively sraightforward registration requirements, moving registration responsbility from the
Ministry of the Interior to the courts, provision of alega framework for foundations, expansion of
right of foreigners to establish NGOs, establishment of appropriate rules for internal governance of
NGOs, and limitations on the ability of the government to dissolve an NGO. Implementation of this
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new law has been dow in the larger towns and information about the new law has not been
disseminated widdly.

The most notable implementation problem relates to the mandatory re-registration of NGOs located
in the capital. Many groups have faced lengthy delaysin this process — with up to a nine-month wait
in some cases. For the most part, the delays were due to an excessve casdoad and lack of
understanding of the new requirements by the presiding judges, rather than purposeful interference
with the process. The training of judges and NGOs about the new law remains a priority and a
severd organizations are currently planning to move ahead in this area. The Macedonian Center for
International Cooperation (MCIC), Macedonias only fully-functioning intermediary support
organization (1S0), has supported an effort among the drafters to prepare a commentary on the new
law, and the first training seminar for judges is scheduled for early November. NGOs themselves are
also in need of training to understand the complete nature of this law, as well as others that regulate
the sector.

The successful passage of the Law on Citizen Associations and Foundations has spurred the NGO
sector to advocate for favorable trestment under a new value-added tax (VAT) law. This law was
enacted in July 1999, and has a scheduled effective date of January 1, 2000. Several NGOs,
including MCIC, Mesecina, a Roma NGO in Gogtivar, the Center for Citizen Initiatives in Prilep,
and the Consumer’s Organization of Macedonia in Skopje organized public awareness campaigns
and lobbying activitiesin support of the new law.

As demonstrated by the VAT law, tax issues for NGOs are not contained in place, but within a
variety of laws. There has been no systematic effort to improve tax status for NGOs across the board.
The Ministry of Finance has expressed interest in collaborating with the NGO sector upon a variety
of tax issues, including the granting of tax free daus to registered NGOs and providing tax
incentives to the individuals and the private sector for making donations to NGOs. Without the
passage of thislegidation, the sustainability of the NGO sector from loca sources will be difficult to
achieve.

There are currently very few lawyers in Macedonia with an understanding of the regulations
regarding NGOs and the needs of the NGO sector. After a hiatus during the Kosovo crisis, efforts to
integrate the NGO law into the curriculum of the Skopje Law School are continuing.

ORGANIZATIONAL CAPACITY: 40

While the basdline capacity of NGOs that have participated in the USAID-funded Democracy
Network Program has increased dightly over the past year, there has not been systematic growth in
theingtitutional capacity of NGOs across the sector.

The NGO sector remains weak in al areas of organizational capacity: strategic planning,
management, staffing, technical resources, and constituents. Only a handful of NGOs in Macedonia
think strategicdly and have developed systems and procedures for strategic planning. Long term
planning by some NGOs has been particularly affected in recent months by the Kosovo crisis and the
subsequent deluge of international support for humanitarian organizations. This flood of support has
alowed some NGOs to shift their focus to relief efforts. With future funding levels for more basic
organizational development uncertain, NGOs are not currently in a position to think in a long term,
strategic manner.

Very few NGOs have professiona, salaried staff and instead use project grant monies to support key
people as opportunities arise. This means that very few Macedonians envison themseves as
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professonalsin the NGO sector, asthe vagaries of funding render it nearly impossible to plan for the
future. The strength of the Macedonian NGO sector now liesin its volunteer nature.

While there continues to be a significant need for basic support to strengthen the institutional
capabilities of NGOs throughout Macedonia, asmall core group is ready for advanced training in the
areas of advocacy, organizational management, fundraising, and financial management. Business
associations and other professional associations remain in an incipient level of development, with
particular weaknessesin the areas of membership services, participatory involvement, and advocacy.

While there has been much attention paid by donors to providing Macedonian NGOs with the tools
that they need for their own operation, there has been virtually no attempt to provide NGOs and the
Macedonia society with an understanding of the role of NGOs in a civil society. It appears as if the
international community assumed that NGOs would naturally understand their role as they gained
organizational and other skills. There is general agreement among NGO leaders that Macedonian
NGOs will lag in al of the critical institutional development aress, particularly strategic planning,
until they more fully understand what their true role and impact can be.

Nonetheless, model NGOs do exist throughout the country, most often as small, efficient groups in
smaller communities that are addressing community needs. While these groups are not perfect and
tend to be persondity-based, their credibility is grounded in the results that they have shown in their
communities—-a natural constituency. For example, MCIC has been working with community groups
since 1993, working mainly with water supply issues. One of the biggest programmatic impacts was
increasing people's awareness that they can improve their own community. The challenge for the
sector remains how to share information about the successes of these groups through mentoring and
partnerships with others. By demongtrating how an effective organization can function, NGOs will
be able to chip away dowly at the prevailing attitude of apathy and distrust towards organizations in
generdl.

FINANCIAL VIABILITY: 5.0

International funding remains the primary source of revenue for NGOs in Macedonia. The Kosovo
crisis has exacerbated Macedonia's dready weak economy, with the unemployment rate currently
estimated at forty percent (40%). This environment renders it increasingly difficult for the NGO
sector to become indigenoudly funded. Indeed, these conditions do not support philanthropy among
Macedonian businesses and individuals (there was little tradition to begin with) nor does it facilitate
contracting by government to provide socid services that it can no longer provide. The sporadic
support provided by these groupsis mainly in-kind contributions rather than cash.

While conditions for fundraising are poor, a few NGOs, mainly in the environment sector, are
successfully seeking funds from their local communities. NGOs for margina